ABSTRACT
INTRODUCTION
Standard of living is defined as the existence of welfare level for individual or society, it relates to goods and services that people are able to consume and have approach to the resources. It is depends on the quality and quantity of existing goods and services and the way they are distributed within a nation (Cvrlje and Coric, 2001 ). The idea of the "standard" may be contrasted with the quality of life which takes into account not only the material standard of living but also other major intangible aspects such as leisure, safety, political freedom, social life, environment and the like. The standard of living of a country refers to real national income per person. A country with a higher per capita real national income is considered to be enjoying a better standard of living as compared to other nations. When real per capita income increases the standard of living raises and vice versa.
The following show improvement in a country's standard of living over time with respect to time we get: has remained a debatable issue for researchers. The association among population level and per capita income could be considered as positive if the country is under populated, then growing population in a country pushes its production possibility curve outward which leads to more competition in business activities and motivates the market growth. On the other hand, the relationship could be considered as negative when the growing population (over populated country)
becomes an obstacle to country economic development because the quick expansion of population leads towards dependency burden (Faruoka and Munir, 2011) .
The outgoing century has been the century of persistent inflation in the countries. Both countries have had a variety of experience regarding persistent inflation. Inflation is one of the major problems of these countries. Both countries have suffered from the ill effects of inflation.
The poor and fixed income groups have been badly affected by inflation. High rate of inflation produces inequalities in a country as well as diminishes the economic growth. Higher rate of inflation hurt growth and inhibits financial development in the country. Inflation affects the people's daily life and standard of living. In Pakistan, standard of living of middle class people decreased in 2011 as compared to 2010 due to the inflation because their purchasing power (real income) decreased while nominal income did not increase proportionately (Farid et al., 2012) .
A rise in Inflation rate (CPI) decreases the real GDP which in turn decreases the SOL (standard of living is real per capita income) ceteris paribus. So, when real per capita income decreases then tax paying ability decreases which in turn decreases the overall tax collection of the country. Less tax collection means less income available for expenditure on welfare and environment improvement policies. This results in reduction in the overall standard of living of a country. Ahmed and Mortaza (2005) ; Barro Robert (1995); Bruno and Easterly (1995); Fischer (1993) Motley (1994) and Mubarik (2005) came up with conclusion that inflation adversely impact economic growth of a country. Erbaykal and Okuyan (2008) ; Grimes (1991); Hussain (2011) and Raza et al. (2013) found the positive correlation between inflation and economic growth. The formula for standard of living growth rate can be written as
Where the dot shows the rate of growth over time. Substitution of the respective values from Table 2 shows that the overall standard of living registered a downward trend both for Pakistan and
Bangladesh. It was -3.66% and -3.67%, respectively, for the countries under discussion. It is somewhat surprising that both countries showed almost the same (negative) growth ratio of 3.6%.
The population growth rate of Pakistan was higher than Bangladesh by a small margin of 0.56% while the growth rate of inflation in Bangladesh was higher than Pakistan by a thin margin of 0.56%. It would also be of interest to know that during Muhammad Zia-ul-Haq (1980-88) regime the standard of living growth rate was -3.75% while in Benazir Bhutto (1988-90) first term, it was -9.54%, in Nawaz Sharif (1990 Sharif ( -1993 first tenure it was -4. 26%, in Benazir Bhutto (1993-96) second term it was -7.07%, in Nawaz Sharif (1997-99) second regime it was -7.32%, in Pervez
Musharraf (1999) (2000) (2001) (2002) (2003) (2004) (2005) (2006) (2007) (2008) regime it was +2.07% due mainly of highest GDP growth rate and low inflation rate. During Asif Ali Zardari regime it was -5.12%.
METHODOLOGY
The The variables included in the study are time series and each variable could be I (0), I (1) or I (2). If ordinary least square (OLS) technique applied on non-stationary series then result could be spurious and in this situation the appropriate methodology is ARDL co-integration approach (Asad et al., 2011) . This is the attractiveness of ARDL that it can be used without inspection the integrated order but it is compulsory to check the existence of co-integration relationship among variables before applying the ARDL. The bound F-test was used to check the long run relationship among the variable and compared with the F statistics value provided by Pesaran et al. (2001) .
i. Autoregressive Distributed Lag (ARDL) Approach
The ARDL approach consists of estimating the following equation:-
The , δ, and show the short-run dynamics of the model and 1, 2, 3, 4 , 5 , 6 show the long-run relationship.
Firstly, bound test was constructed. The Bound F-test was applied to check the existence of long run relationship. Null hypothesis supposed that the long run coefficients are equal to zero and F-calculate was attained to compare with critical bound values presents by Pesaran et al. (2001) .
The null and alternative hypotheses are:
H 0 : λ 1 = λ 2 = λ 3 = λ 4 = λ 5 = λ 6 = 0, H 1 : λ 1 ≠ λ 2 ≠ λ 3 ≠ λ 4 ≠ λ 5 ≠ λ 6 ≠0
In second step if co-integration exists among the variables, then following long run model and The result of bound F-test displays that the lower bound is 2.45 and the upper bound is 3.61 at 95% significance level. The calculated F-test value of Pakistan and Bangladesh compared with the bound is 5.40 and 6.35 respectively using intercept and no trend as presented by Pesaran et al. (2001) . So null hypothesis of no co-integration is rejected and alternative hypothesis is accepted according to the F-Calculated value. So, the calculated result indicates that there is existence of cointegration among the variables and long run relation exist. respectively which shows that 32 % and 59% convergence in short run to long run within a year. 
CONCLUSIONS AND POLICY RECOMMENDATION

Policy Recommendations
Inflation causing factors must be controlled by the respective governments to combat inflation because inflation is adversely affecting the SOL in the countries under consideration. Government policy makers of the respective countries should give a top priority for controlling the inflation and enhancement of economic growth. Population must be controlled to reach optimum population level which gives us the highest real per capita income. Last but by no means the least, governments in the respective countries must formulate and implement the environment friendly policies because we should not focus only on raising the real per capita income but also focus on quality of life which includes other factors such as clean air, freedom of speech, justice for all, political rights, safety of life and property and the like.
